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COMMERCE, DEPARTMENT OF
"Foreign Direct Investment in the United States: 1976 Transactions, all forms; 1974-
76 Acquisitions, Mergers and Equity Increases," is the title of a study which con-
cludes that foreign investment is increasing but the role of foreign investors in 
the economy as a whole remains small. Canada, Japan and European countries such 
as the United Kingdom, Germany and France are the most active source countries 
for foreign investment. Copies of the study are available without charge from  
the Office of Foreign Investment in the United States, Room 6093, Department of 
Commerce, Washington, D.C. 20230.
"Handbook of Cyclical Indicators" is the title of a volume just published by the 
Bureau of Economic Analysis, U.S. Department of Commerce. It is a convenient 
guide for users of the Bureau's monthly publication on cyclical indicators, 
"Business Conditions Digest". In addition to providing descriptions and 
historical data for the 300 series that appear in BCD, the handbook answers 
many questions about business cycle indicators. Copies are available from  the 
GPO for $4.00 per copy (S/N 003-010-00056-2).
Two months ago Secretary Keeps stated that a "corporate social performance index"
should be developed by which companies could assess the ways in which their
operations affect their communities, employees, consumers, the environment, 
other businesses, and society generally.
A recent "update" indicates that Department plans to build on the work al­
ready done by such groups as the Social Measurement Committee of the AICPA. In 
addition, public participation is welcomed. A  task force has been established 
under the direction of Anne Wexler, Deputy Under Secretary and Homer E. Moyer, Jr. 
Deputy General Counsel.
ENVIRONMENTAL PROTECTION AGENCY
"Accounting Standards for Construction Grants", a guide offering suggestions for finan­
cial management of a construction grant project, has been issued. The guide is 
presented in two sections —  the first describes accounting standards suggested 
for effective management of such a project and the second provides a check list to 
assist in evaluating the current financial management system. Copies of the guide 
may be obtained from EPA field offices, Divisions of Management.
FEDERAL RESERVE BOARD
Philip C. Jackson of the Board of Governors will be a guest speaker at the AICPA's 
National Conference on Banking being held today and tomorrow in Washington.
SEC Commissioner John R. Evans will also address the group on the second day. 
He's expected to comment on the recent release concerning revisions to the bank 
holding company financial disclosure rules (Article 9). For more on that re­
lease see "SEC" below.
FEDERAL TRADE COMMISSION
"Statistical Report on Mergers and Acquisitions" is the title of a recently issued 
report by the Bureau of Economics. Among the findings were that diversification 
by mergers remained at about the same level in 1976 as in 1975. Nearly 21% of 
manufacturing and mining acquisitions were made by firms in other sectors. Simi­
larly, 16.6% of acquisitions made by manufacturing and mining firms were in other 
fields. Also, merger activity by the leading 200 manufacturing firms declined 
in number and assets from  revised 1975 figures. This group accounted for 20.8% 
of all large acquisitions and 31.9% of the acquired assets.
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GENERAL ACCOUNTING OFFICE
The GAO has asked the IRS about its plan to reactivate the Vinson-Trammell Act provi­
sions for profit limitations now that the Renegotiation Act has expired. The 1934
Act automatically revives as a result of the expiration of the 1951 Renegotiation 
Act.
Since GAO plans to undertake audit work on implementation of the 1934 law 
the agency wanted to know what resources IRS is devoting to this effort and what 
guidance IRS has given to contractors (or plans to) for reporting on their 
defense-related projects.
INTERSTATE COMMERCE COMMISSION
A  final rule adopting a uniform system of accounts for rate bureaus appeared in the 
12/8/77 Fed. Reg., pp. 62006-10. The purpose of the rule is to facilitate 
preparation of Annual Report Form RBO and to aid the Commission in its field 
monitoring and inspection activities through uniformity in the manner in which 
financial data are accumulated, accounted for, and maintained by rate bureaus 
with annual operating revenues of $100,000 or more. This rule will be effective 
1/1/78.
LABOR, DEPARTMENT OF
Temporary and proposed regulations outlining circumstances under which a tax sheltered 
annuity program under section 403(b) of the Internal Revenue Code would not be 
subject to Title I of ERISA were issued on 12/2/77 (see 12/2/77 Fed. Reg., pp. 
61258-59). The regulation, which is retroactive to 1/1/75, provides that such 
annuities are not covered if: employee participation is voluntary; all rights 
under the annuity contract are enforceable by the employee or beneficiary; 
employer involvement is limited to permitting a plan sponsor to publicize its 
product to employees, requesting and summarizing relevant information to assist 
employees in the selection of a program, and collecting and remitting the required 
payments; and the employer receives no consideration beyond a reasonable reim­
bursement for services rendered. Comments are due by 1/16/78.
Three reductions in annual reporting requirements for the 1977 annual report have been 
Proposed for public comment (see 11/29/77 Fed. Reg., pp. 60899-903). The pro­
posed changes would: eliminate the need to file two separate reports with the 
Department every time there is a material modification or change to the plan and 
substitute a single summary of the modification; reduce significantly the report­
ing of certain securities transactions which would otherwise be reported as a 
result of other transactions involving more than 3% of plan assets; and revise 
the reporting of assets held for investment. Comments are due by 12/27/77.
Two other paperwork changes are being studied and will be announced in the 
future.
JUSTICE, DEPARTMENT OF
The National Commission for the Review of Antitrust Laws and Procedures was created 
on 12/1/77 by President Carter (see 12/5/77 Fed. Reg., pp. 61441-42). The 
Commission will consider two major topics: first, how to better handle antitrust 
cases; and, second, antitrust exemptions for regulated industries and exemptions 
created by State laws that inhibit competition. Among the 15 members of the 
Commission will be Assistant Attorney General John H. Shenefield, FTC Chairman
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Michael Pertschuk, 3 members each from the House and Senate, and appointees from 
the private sector,
PENSION BENEFIT GUARANTY CORPORATION
"Individual Retirement Account: Plan for Your Retirement” is title of a booklet 
issued by the Corporation for persons considering establishing an IRA. It pro­
vides a definition of such plans, a discussion of eligibility, instructions for 
establishing a fund, information on the tax aspects, and answers to such questions 
as how much can be contributed each year, when withdrawals may begin, what types 
of restrictions have been placed on IRAs, etc. Copies of the pamphlet are avail­
able fran the GPO for $.50 each (S/N 040-000-00381-9).
SECURITIES AND EXCHANGE COMMISSION
The SEC approved publication of amendments to accounting rules and reporting by bank
holding companies at an open meeting on 12/8/77. The Commission authorized publi­
cation of proposed amendments to Regulation S-X dealing with the qualification of 
accountants. The amendments would establish guidelines for accountants involved 
in litigation with respect to financial statements filed with the SEC. In addi­
tion, the SEC approved issuing a proposed accounting series release containing 
interpretations on the independence of accountants. The SEC also gave approval 
to proposed requirements to revise financial statements of bank holding companies. 
The proposal, which will be issued for public comment, is intended to replace the 
existing Article 9 of Regulation S-X.
Corporate Disclosure Report has been printed. The final report of the Advisory
Committee on Corporate Disclosure is now available fran the GPO. The report is 
printed in two volumes. Volume I contains the full report while Volume II con­
tains appendices including questionnaires, background papers and reports prepared 
for the Committee. The cost of Volume I (GPO S/N 052-070-04315-6) is $5.50.
The cost of Volume II (GPO S/fcJ 052-070-04316-4) is $5.00.
A revised municipal securities disclosure bill has been reintroduced by Senate Banking 
Securities Subcommittee Chairman Harrison Williams (EHNJ). The bill (S.2339) is 
designed to regulate issuers of municipal securities and is a revised version of 
legislation proposed last year. Key provisions of the proposed "Municipal 
Securities Full Disclosure Act of 1977" include: (1) a requirement for annual 
reports to be prepared on a uniform basis and clarify the responsibilities of 
those, such as accountants, involved in issuing or preparing securities for sale; 
(2) a provision calling for the SEC to set financial statement requirements and 
the accounting methods to be used to prepare such statements; and (3) a provision 
calling for audits of financial statements by independent CPAs, qualified inde­
pendent LPAs, or State agency examiners. Senator Williams' remarks on intro­
ducing the bill, and a reprint of S.2339 appeared in the 12/1/77 Congressional 
Record, pp. S19262-73.
More questions are being raised about SEC involvement in matters arising out of pen-
sion fund disclosures. A joint letter sent to SEC Chairman Williams by Senators
Williams (D-NJ) and Javits (R-NY) questions the SEC's theory of its authority to 
issue a complaint alleging that the trustees of a jointly administered welfare 
plan committed fraud under the 1933 and 1934 Acts by failing to disclose to plan 
beneficiaries facts concerning plan loans. The Senators question this application 
of the antifraud provisions to employee benefit plans by moving from disclosure 
of terms and conditions of plan participation to the investment policies and 
fiduciary conduct of welfare plans as well as pension plan officials. The SEC
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is preparing a response to this Congressional inquiry which is supposed to 
elaborate on the Commission's understanding of its authority in the area of pen­
sion plan administration.
The House of Representatives agreed last week to the conference report on the ques­
tionable payments legislation (S.305), so the bill now advances to the President 
for his signature. The confernce report (H.Rept. 95-831) contains the legisla­
tive agreements that were reached in finalizing Congressional interest on the 
subject, and is reprinted in the 12/6/77 Cong. Record, pp. H12723-27.
TREASURY, DEPARTMENT OF
GAO concludes that repetitive audits of individual tax returns by the IRS are justified.
The report found that taxpayers who are audited at least two out of three succes­
sive tax years are selected because their tax returns fit the usual audit selection 
criteria. The report showed that taxpayers with business, professional or farm 
income and expenses generally were repetitively audited by IRS. The report 
(GGD-77-74) may be obtained for $1 from the GAO, Distribution Section (202/275-6241)
IRS has published proposed regulations on refunding industrial development bonds in
the 12/6/77 Fed. Reg., pp. 61613-16. The regulations clarify the treatment of
refunding issues under provisions governing industrial development bonds. They 
affect purchases and government issuers of tax-exempt bonds. Comments and re­
quests for a public hearing are due by 1/20/78.
The AICPA Federal Tax Division held its mid-year meeting last week in Washington. One 
of the key topics discussed by the 150-member body was a proposal to completely 
revise the requirements of the Subchapter S provisions of the Internal Revenue 
Code. In addition, a panel session on "exploring alternatives to carryover basis" 
was held on the second day.
The IRS has issued a supplement to Circular E, the Employer's Tax Guide, listing the 
current main tax law changes effective for 1978. Since legislation pending in 
Congress could affect income tax withholding in 1978, Circular E will be revised 
next month and mailed to employers. Major tax law changes noted in the supple­
ment include:
• an increase in social security tax to 6.05% for employers and 
employees for wages paid after 1977;
• an increase in the maximum wage base to $17,700 for wages paid 
in 1978;
• an increase in maximum wages subject to unemployment tax to $6,000 
for wages paid after 1977.
Copies of the Circular E supplement are available at local IRS offices.
A GAO report entitled "Inequities in the Federal Withholding Tax System" concludes 
that most taxpayers overwithhold individual income taxes. The increasing com­
plexity and inadequate explanation of the law combine to create a bias toward over­
withholding according to GAO. The report recommends that the Treasury provide 
detailed information on alternative methods to compute withholding and provide 
Congress with recommendations to simplify the withholding tax laws. The GAO re­
port (PAD-78-5) is available for $1 from the GAO (202/275-6241).
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SPECIAL: AICPA FIFTH NATIONAL SEC CONFERENCE SCHEDULED
The AICPA's Fifth National Conference on Current SEC Developments, scheduled for 
January 4-5, 1978 at the Capital Hilton Hotel, here in Washington, D.C., will 
feature lectures and panel discussions of significant SEC pronouncements issued 
during 1977. Presentation will be made by senior staff representatives of the 
SEC and CPAs who are actively involved and highly experienced in SEC matters. 
Featured speakers at this year’s Conference will include Congressman Thomas L. 
Ashley (D-Ohio), Chairman of the Ad Hoc Committee on Energy; SEC Chairman 
Harold M. Williams; and Acting Chief Accountant Clarence Sampson. Early 
advance registration is suggested. For further information, contact the AICPA 
Meetings Department in New York at 212/575-6451.
Editor's Note: We’ve reorganized our information and dissemination functions within the 
Division. Steven Woolf has recently joined the Washington staff and will be concen­
trating on agency actions affecting the profession. Legislative developments are being 
monitored by Susan Better. Please feel free to contact these staff members for answers 
to questions you may have about government programs and plans at 202/872-8190.
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